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Pace Student
Vol. VIII

New York, November, 1923

No. 12

The Theatre—Its Organization and Accounting
Graduation Thesis by John E. Birdsell, Pace Institute, Washington

HE importance of the theatre as an economic
factor, from both the educational and social
point of view, has long been recognized. Its
importance from the industrial standpoint, while
doubtless not so great, is by no means negligible,
as is shown by the fact that, during the fiscal year
that ended July 31, 1923, there was paid in the
United States for theatre admissions a sum exceed
ing one billion dollars.
For the purpose of this article, we must consider
the theatre in its strict physical sense—separate
and distinct from the various attractions which
may be exhibited therein. It is true that many
of the large theatrical corporations control pro
ducing companies as well as theatres, but a strict
segregation of the various enterprises is usually
found even here—each individual venture being
separately incorporated. There are exceptional
cases wherein the theatre and the attraction con
stitute one and the same enterprise, but these are
infrequent, and, even where they exist, present no
special problem, either as to their organization or
their accounting.
The theatrical industry is divided into three
main branches—legitimate, vaudeville, and motion
pictures. The legitimate branch includes theatres
in which appear companies presenting drama,
grand opera, musical comedy, and similar attrac
tions, such companies being units entirely inde
pendent of the theatre itself, and sharing with it
the admissions received, upon some predetermined
percentage basis. The vaudeville theatre presents
a performance made up of separate and unrelated
attractions, termed “acts” or “specialties,” each of
which presents some distinctive form of enter
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tainment. Each act is paid a flat salary for the
period for which it is engaged, being, therefore, in
the employ of the theatre for such time, and differ
ing thereby in the nature of its engagement from
an attraction of the legitimate class. The motionpicture theatre presents an attraction, the physical
basis of which is the various rolls of film. These
films are usually rented from distributing agencies
for a specified sum, but in exceptional instances,
the rental may be on the basis of a percentage of
admissions collected. There are also a large
number of theatres which partake of the natures of
both the second and third groups—a few acts of
vaudeville and a number of reels of pictures making
up their presentation.
This brings us to another factor in our classifica
tion of theatres—the distinction between those in
which separate and complete performances are
held, and those in which the shows are of the type
known as “continuous”—the program being pre
sented over and over again, from the opening in
the morning until the closing at night. The first
group will contain all legitimate theatres, and
practically all vaudeville theatres of the better
class. The second group will include practically
all motion-picture theatres, as well as the vaude
ville-picture combination theatres. Admission to
theatres of the first group is on the reserved-seat
basis—a separate ticket being provided for each
individual seat, so that the purchaser of tickets
may select his location in advance. In the second
group, there can be no reservation of seats, since
there is no way of knowing how long a particular
seat will be occupied, although the house may be
divided into separate locations, general in their
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nature. The seats in each section bear a price
different from the seats in other sections and the
prices are based upon the relative desirability of
the section.
Still another distinction may be made, as between
the theatre which represents an enterprise complete
in itself, and that which is one of a group owned
or controlled by a central corporation. We may
distinguish these as independent theatres and
chain theatres, although the terms are not in
general use. Each chain theatre is usually sepa
rately incorporated, the parent company, of course,
retaining a controlling interest. This serves a
three-fold purpose. The risks of each separate
venture are confined to itself, the possibilities of
expansion are increased through the enlisting of
outside capital, and by the sale of stock to indi
viduals in the city or locality in which the par
ticular theatre is placed, a spirit of good will is
created, which tends to allay the animosity fre
quently aroused by an invasion of local business
interests by an outside organization.
Organization

In any theatre, the executive head is the man
ager. His duties include the engaging of the
various employees, the making of necessary pur
chases, and the general supervision of the affairs
of the theatre. Usually an assistant manager is
provided, to whom he may delegate many of his
less responsible duties; and, in the case of the larger
houses, further assistance may be provided.
From this point, we may first consider the organ
ization of the legitimate theatre. There are here
three main divisions of effort—the box-office, the
orchestra, and the mechanical stage department.
There are also other employees, whose work can
not be definitely included in any of these divisions.
The box-office is presided over by the treasurer,
who has one or more assistants. His duties include
the supervision of the sale of tickets, and the
making of disbursements as authorized by the
manager. He is charged with actual custody of
the cash, and in the independent theatre is in
charge of the financial records. In the case of a
chain theatre, he merely prepares the primary
statements, the actual accounting records being
handled by the staff of the principal corporation.
The orchestra consists of a group of trained
instrumentalists, under the supervision of one of
their number, known as the musical director. The
size of the regular theatre orchestra varies con
siderably, but will probably average about eight
members. This is, needless to say, absolutely
inadequate for the handling of any production in
which music is an important feature. The musical
companies themselves, however, in addition to a
leader, usually carry many of the principal instru
mentalists, and when these, together with the
house orchestra, are insufficient, additional musi
cians may be engaged to augment the orchestra
for the run of that particular production.
The stage mechanical department, as its name
indicates, embraces the employees who perform
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the mechanical work on and about the stage. It
really consists of three sub-departments, known
respectively as the carpenter’s department (headed
by the stage carpenter), the property department
(in charge of the property man), and the electrical
department (supervised by the electrician). One
of the heads of these sub-departments (in nearly
every case the stage carpenter) is placed in charge
of the entire stage mechanical department and is
known as the stage manager. As in the case of the
orchestra, this department is augmented by indi
viduals carried by the traveling companies, and,
when necessary, additional employees are engaged
for the run of the production.
Closely related to the box-office, yet distinct
therefrom, are those classes of employees known
as door-men and ushers. The former act as
entrance-guards and ticket-takers, while the latter
direct the patrons to their seats and perform other
incidental services.
In addition to the characteristic groups above
mentioned, there will be found other types of em
ployees common to all industry—janitors, cleaners,
porters, and watchmen.
The organization of a first-class vaudeville
theatre is quite similar to that of a legitimate
theatre. Because of the greater number of per
formances given (two each day), a larger number of
tickets are usually sold; hence the treasurer must
be provided with more assistants. There being
little augmentation of the orchestra or mechanical
stage departments by musicians or stage-hands
carried by the acts themselves, the house is com
pelled to provide larger and more complete orches
tras and stage-crews than are found in a legitimate
theatre. But with respect to all departments, the
divisions of activity remain the same.
The organization of the motion-picture theatre
is somewhat different. There being no reserved
seats, the ticket selling is much simplified. In the
small houses, the box-office department as such,
can hardly be said to exist, while even in the large
theatres the work thereof is not complicated.
Unless some vaudeville is added to the perform
ance, there will be no mechanical stage department.
The projection department, consisting of from two
to five operators is, of course, peculiar to this type
of theatre.
Legal Requirements
In addition to the Federal, state, and city ordi
nances dealing with business in general, there are,
in practically every locality, statutes regulating
theatres and other places of amusement. These
are mainly designed for the prevention of fire and
panic, and provide for location and indication of
exits and fire-extinguishers, the fire-proofing of
scenery, etc. In addition to these, there are usually
requirements for both state and city licenses, and
there is a Federal tax, based upon the number of
seats which the theatre contains.
Of especial interest, however, is the Federal tax
on admissions, the present tax being provided for
by the Revenue Act of 1921. This statute provides,
among other things, that there shall be a tax of one
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cent for each ten cents, or fraction thereof, of the
amount paid for admission to any place, such tax
to be paid by the person paying the admission.
Where the admission is ten cents or less no tax is
imposed, and admission to certain specified classes
of entertainment is exempted from taxation. There
are also provisions for taxes, at an increased rate,
for admissions sold for an amount in excess of the
established price.
A pamphlet is issued by the U. S. Internal
Revenue entitled “Regulations 43 (Part 1) Re
lating to the Tax on Admissions under the Revenue
Act of 1921,” in which the rules and procedure
relating to the admission tax are fully set forth.
This pamphlet contains seventy-five pages; hence
it is impossible to give here more than a brief
synopsis of some of the more important features of
its contents. Any one connected with a theater
in either an executive or financial capacity should,
however, be thoroughly familiar with its provisions.
Among its most important requirements may be
mentioned the following:
Any concern required to collect a tax on admis
sions must, each year, on or before the first day
of July, make application for registry on a form
provided for that purpose. The collector for the
district in which the business is to be conducted,
if satisfied that all the statements made in the
application for registry are correct, will issue a
certificate of registry. This certificate must be
kept conspicuously posted in the place of business
for which issued.
In every place subject to admission tax, there
must be conspicuously posted at the outer entrance
and near the box-office one or more signs stating
each of the established prices of admission, and, in
the case of each price, the tax due and the sum
total of the established price and the tax.
Every place where the admission is taxable must
provide either tickets or cards of admission to
evidence every admission which is subject to tax,
or a mechanical device which will register the num
ber of persons entering the place. (It may here
be mentioned that mechanical devices are usually
barred, in case of theatres, by the fire regulations.)
Tickets or cards of admission must show the
established price, the amount of tax, and the total,
as well as the name of the place to which such is
valid admission. If, for any reason, it is exempt
from taxation, it must show the established price
and be marked “tax free” or by words of similar
import. Tickets must also show the date for which
valid, or be serially numbered. If serially num
bered, there must be a separate and distinct series
for each established price. Where tickets or cards
of admission are printed for any place making a
charge for admission, or are sold to such a place,
prompt notice must be given by the person manu
facturing or selling such tickets to the collector of
internal revenue of the district in which is located
the place to which admission is to be charged.
Such notice must state the name and address of
the person to whom the tickets are furnished and
the number of tickets furnished, and must be
accompanied by proofs or sample copies of the
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tickets themselves. If the tickets are serially num
bered, the notice must also contain a statement as
to such serial numbers.
Every concern required to collect tax on admis
sions must keep an accurate daily record, dis
closing all figures and other information necessary
to determine the amount of tax due for that day,
as well as the actual amount of tax due for the
day. Such concerns must make monthly reports
under oath, on forms provided for that purpose.
Such report, together with the amount of tax due,
must be in the hands of the Collector of Internal
Revenue who issued the certificate of registry to
such concern on or before the last day of the month
following that for which it was made.
Sources of Income
The principal source of theatre income is, of
course, the sale of admissions, but it is by no means
the only one.
During such time as the auditorium is not
required for the current attraction, it may be
rented to others for the presentation of concerts,
lectures, and other forms of entertainment. A
considerable amount of revenue is derived in this
manner.
Where the theatre building is owned, or rented
in its entirety, there will usually be some unused
space which may be let as stores or offices. Many
of the modern theatre buildings are, in fact, office
buildings, with a space provided for the theatre,
but in such cases the rental of the offices is a busi
ness separate and distinct from the operation of
the theatre.
Another important element of income is the
rental or sale of “privileges.” For example, the
publication of the theatre program is frequently
undertaken by an individual, who not only agrees
to supply the theatre with the necessary number of
programs, but actually pays for the exclusive right
of so doing. He recoups his expenses, and usually
makes a respectable profit, by the sale of adver
tising space therein. Quite similar to this is the
arrangement whereby envelopes for theatre tickets
are provided. Many business firms are willing to
supply all envelopes necessary, and to pay a
premium in addition, provided that they be per
mitted to place some advertising matter (usually in
the nature of a business card) upon the envelopes.
Candy-booths, vending machinery, weighing-scales,
etc., are all examples of privileges.
There are, finally, the general sources of income
available to all business, such as interest on bank
deposits and investments, and the sale of waste
paper.
Box-office Procedure
Since the principal source of theatre income is
from the sale of admissions, attention must now
be given this factor. In a legitimate theatre there
are provided for each show a number of coupon
tickets, equal to the number of seats available.
While any theatre has a fairly standard scale of
prices, the actual price-scale for any given attrac
tion is determined by an agreement between the
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advance agent of the traveling company and the
theatre manager.
Coupon tickets consist of two parts—the coupon
and stub, as shown below:

(Stub)

(Coupon)

As will be seen, the coupon shows the name of
the theatre, the location and number of the seat,
and the date. The stub shows the name of theatre,
price data, and date. This is in conformity with
the requirements of the U. S. Internal Revenue
Bureau. In addition, tickets for each different
price are printed on different colored stock. This
aids in handling and sorting.
With respect to the ticket, it must be understood
that the coupon merely provides a convenient
receipt for the patron; the stub, on the other hand,
represents actual value, and is the initial base of
income records. Since the actual number of coupon
tickets, together with the selling price thereof, is
definitely known for any given performance, the
treasurer must be able to produce cash or unused
stubs equal to the total valuation of the reservedseat capacity.
In addition to the coupon tickets, there are also
provided tickets without coupons, known as “hard”
tickets, which are used for general admission or
exchange. These tickets may be either separate
tickets, printed on bristol board, or serially num
bered roll tickets. These must conform to the
Internal Revenue requirements already set forth.
The question of passes must also be given con
sideration. These may be in any form, but should
be bound in a book, similar to a check-book, and
serially numbered. A stub, retained in the book,
should be provided, showing name of person to
whom issued, reason for issuance, date and number,
as well as number of seats for which issued. The
body of the pass should contain similar information,
as well as the signature of the person authorized
to issue passes (usually the manager), and is,
preferably, provided with a detachable coupon
bearing the serial number.
Tickets for the first week are placed on sale a
few days before the opening. At a subsequent date
(usually midway through the week mentioned),
tickets for the following week are placed on sale,
this procedure being repeated each week. The
sale for the performance immediately ensuing is
known as the “current” sale, while the sales made
for any subsequent performance (whether for the
current or following week) form what is termed the
“advance” sale.
No special accounting treatment is necessary
to record the placing on sale of tickets, but an
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immediate settlement for the current performance
is made, which will be explained later. The exact
quantity and value of tickets being known, the
responsibility of the treasurer therefor is readily
determined. For his own protection, however, the
treasurer should assure himself, by actual count,
that the number and value of tickets provided for
by the house capacity have actually been turned
over to him. If, through an error in printing or
otherwise, one or more tickets were omitted from
the set, unless the mistake were discovered before
the tickets were placed on sale, the presumption
would be that such tickets were sold, and the
treasurer would have to make good to the extent
of their value.
All cash received is deposited in bank on the
secular day following its receipt, and a separate
memorandum of cash acquired through admissions
is kept. A count of the tickets on hand should be
made once each week, and the total value of such
tickets determined. This amount subtracted from
the capacity valuation will show the value of the
advance sale at this point. The treasurer can
readily determine from his memoranda of admis
sion receipts and settlements whether or not his
cash and the advance sale are in agreement. Some
theatres provide for an individual memorandum of
advance tickets sold, but this is practicable only
where there is a large box-office staff, and to insure
accuracy, must be checked by the counting of the
tickets. In any event, the responsibility is per
sonally that of the treasurer, who must settle, at
each performance, for capacity valuation in
money and unsold tickets.
In addition to the actual sale of coupon tickets,
we have already mentioned general admission,
passes, and exchanges. When the reserved seats
for any performance have been entirely disposed
of, patrons may still be admitted to what is known
as “standing room.” This is done by the sale of
a hard ticket, which has been previously explained.
For his own information, the treasurer must secure
a record of the number of hard tickets so sold, when
they are not serially numbered. This may easily
be done by noting the amount available at the
beginning of the current sale, and subtracting from
it the number remaining unsold, there being no
advance sale of this type of admission. The use of .
serially numbered roll tickets for this purpose is,
however, rapidly becoming the custom. These
provide an additional check, which is especially
valuable in the case of chain theatres.
When a pass is issued, the holder thereof must
present it at the box-office to obtain reserved seats.
The coupon on the pass is detached, and a notation
made thereon as to date and numbers of seats
issued. The coupons on the tickets actually issued
are detached, and presented to the pass-holder,
together with the stub of his pass. The stubs of
the tickets themselves are retained by the treasurer
and punched, to indicate that they have been
issued for passes, this fact being further verified
by his retention of the pass-coupons. Passes are
sometimes issued without coupons, but this is not
satisfactory, since, should the pass-holder fail to
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attend the performance, there would be nothing
to prove that the tickets were legitimately issued
for passes. Besides, if the house should be sold
out, the seats issued for passes could be checked
up by the coupons, and, if not actually occupied,
a ’phone call to the pass-holder could be made to
determine whether he intended to use them or not.
If he did not desire to use them, they could then
be placed on sale.
Before discussing exchanges, we must give some
attention to the work of the door-man. In securing
admission to the theatre, the patron presents his
ticket to the door-man, who detaches the coupon
from the stub, returning the coupon to the patron,
and dropping the stub into a receptacle provided
for that purpose, known as the “box.” The door
man must note carefully that each ticket presented
is for the performance about to be held, and that
no one enters without presenting a ticket or a pass.
Should a patron, having entered the theatre,
desire to leave for a short time, the door-man will
present him with what is known as a door-check,
which will permit the patron to return at any time
during that performance, upon the return of this
check to the door-man. The company manager
places himself beside the door-man while the
audience is being admitted, to assure himself that
the door-man is properly discharging his duties,
and that he is actually placing the stubs and passes
in the box.
Exchanges
We are now in a logical position to consider the
subject of exchanges. A patron may find, after
entering the theatre, that he does not like his loca
tion. He desires to secure a better (and more
expensive) seat. This contingency may be met in
several ways, but the following method is, perhaps,
in most common use. The patron will leave the
interior of the theatre, securing a door-check, and
proceed to the box-office, where he will select the
location he desires. He gives the treasurer the
door-check as well as his original coupon, which
evidences the amount he originally paid, and pays
the difference in price. The treasurer takes the
ticket for the seat which the patron is to receive,
detaches the stub, which he retains, and presents
the patron with the coupon, together with a hard
ticket priced at the cost of the exchange. The
patron, having surrendered his door-check, must
present the hard ticket to the door-man to secure
re-admission to the theatre. The stub retained by
the treasurer will, in his final settlement, be the
equivalent of the money which the disposal of the
seat would, otherwise, require that he have in his
possession. He also has the coupon for the seat
that has been relinquished, which he may now sell,
either together with a hard ticket priced at the
value of such seat, or with a stub for that amount,
which he has acquired through another exchange.
Box-office Statement
As soon as the rush of the current sale is over,
the treasurer prepares, in rough form, the figures
necessary for the daily box-office statement. For

Page 181
each price-division of tickets, the total number
issued (capacity) will first be set down; then the
total “deadwood” (unsold tickets, unused and
punched stubs), the latter being deducted from the
former. This will show the number of tickets
actually sold. From this, the cash accountability,
both as to net admissions and tax, is determined.
Cashier’s Statement

SHADOWLAND THEATRE
Washington, D. C.
Date..........................................................
Weather....... . ..........................................

Performance............................................
Opening and Closing Serial Numbers
Total Sold, and Price

Receipts

Adm.
Tax

From......................................................................
To............................................................. ...........

No. Sold........................................................ @.
From......................................................................
To...........................................................................
No. Sold........................................................ @.

From......................................................................
To...........................................................................
No. Sold........................................................ @..

From......................................................................
To...........................................................................
No. Sold........................................................ @.
Total Sales....................................................

Less: Refunds..............................................
Net Receipts........................................................
Certified Correct:

Cashier.

Manager.

Treasurer.

About the same time, the box is taken to the
manager’s office and opened, the contents being
counted by both the theatre and company man
ager. The stubs are sorted by color, but after
this has been done, it is advisable to make certain
that each stub really bears the price mark which
its color indicates, as accidents or even fraud are
always possible here. From this count, the man
ager will also prepare a rough report, quite similar
in form to that already made up by the treasurer,
and the two will then be compared. If any dis
crepancy appears, the cause can usually be readily
detected, and when an agreement is finally estab
lished, the treasurer makes out the Daily Statement
on a form such as that shown on the following page.
This is signed by the theatre manager and the
company manager. This form is prepared in
duplicate, except in the case of a chain theatre,
where it is made out in triplicate. The theatre
manager retains one, the company manager the
second, and, where made in triplicate, the third
copy is sent to the main office.
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In the accompanying form, the architectural
divisions of the theatre, the main bases for de
termining price relations, are shown in the first
column. Sufficient horizontal lines are provided
for each division to permit of further price-gradua
tions. With respect to each price-classification,
the remaining columns provide as follows: the
second column shows the total number of tickets
originally placed on sale; the third column shows
the number of tickets not disposed of, including
unused stubs acquired through exchanges; the
fourth column shows the number of passes issued,
as evidenced by punched stubs; the fifth column
shows the number of tickets not actually sold (being
the sum of the third and fourth columns); the sixth
column shows the number of tickets sold (the
amount in the fifth column subtracted from the
amount in the second); the seventh column shows
the unit price for each classification, and from the
foregoing, information as to net receipts and ad
mission tax, displayed in the eighth and ninth
columns, is obtained. With regard to “Admissions,”
entries are made only in the sixth, seventh, eighth,
and ninth columns.
Box-office Statement
PALLADIUM THEATRE
Washington, D. C.

Tax

Adm .

R e

c e ip ts

P ri ce

N o.

S o ld

R e
tu r n e d

P ass es

U n so ld
T ic kets

R e

•

ceiv ed

Date.................. Performance................... Weather...................

Boxes.........................

Box-office Statement
Vaudeville and Motion-picture Houses
without Reserved Seats
In the case of motion-picture or continuousvaudeville theatres there are no reserved seats,
although there is usually more than one scale of
admission. The prices in such houses are based
upon general location, for example, whether or
chestra or balcony, and upon the time of day for
which the admission is sold—higher prices usually
prevailing in the evening than in the morning or
afternoon.
Admission to theatres of this class is based upon
the sale of serially numbered roll tickets, a different
series of numbers being provided for each pricerate. The number of the first ticket and the last
ticket in each series being known, it is an easy
matter to determine the exact quantity and value
of the tickets sold at each price. A count of the
box should also be made in this type of theatre, in
order to check the work of the cashiers and tickettakers. In practice, however, this precaution is
frequently omitted.
Because of the lack of complications such as we
find where admission is on a reserved-seat basis,
the daily statement of a continuous-performance
theatre is quite simple. The form shown here
with provides for four sets of prices, and for the
reporting separately, by means of individual
statements, of the work of each cashier. It is
capable of practically unlimited development in
either direction. It should be noted that, if a
separate till be provided for each cashier, responsi
bility for any cash discrepancy can be placed with
absolute certainty.

Orchestra..................

Expenses

Mezzanine................

In theatres of all classes payments other than
for salaries are based upon creditors’ invoices
approved by the manager, and are made by check.
A single check covering the entire salary list is
drawn and cashed, each employee being paid in
cash, and his receipt taken. An imprest petty-cash
fund should be provided to take care of small
expenses which can not be conveniently paid by
check, but the custom still prevails, in many
theatres, of taking care of this class of expenses by
direct payments from the cash-drawer, such being
evidenced by the deposit of I. O. U’s.
In a legitimate theatre certain expenses, such as
advertising, are shared by the theatre and the
traveling company upon the same basis as admis
sions are divided. In this case duplicate bills are
secured, one of which is presented to the company
manager. The entire amount will be paid by the
treasurer, who collects from the company manager
the amount of the traveling company’s share.
The cost of extra musicians and stage-hands is
frequently shared in this manner. In this case the
treasurer presents the company manager with a
statement of the amount so paid, and collects from
him the company’s portion of this expense.

Balcony.....................

Admissions................

Totals.....................
Certified Correct:

Treasurer.

Theatre Manager.

Company Manager.

Box-office Statement
Vaudeville and Motion-picture Houses
with Reserved Seats
The procedure for a vaudeville theatre, where
admission is on a reserved-seat basis, is practically
the same as the foregoing, except that there is no
traveling company to be considered. Since two
shows are usually given each day by theatres of
this class, one statement is provided for each per
formance.

(Continued on Page 189)
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HOMER S. PACE, C.P.A., on Septem
ber 17, spoke to the Day-school As
sembly on effective study methods,
emphasizing to the student the value of
planning his study time with care and
By George M. Lattimer
foresight. Mr. Pace gave many helpful
suggestions to the students, many of
whom were beginning their first semester
ANY a letter lacks force and correspondent personally, and your at the Institute, with respect to the
general effectiveness because the only problem then is to call before your proper methods of approaching their
correspondent does not have the mind, as you sit at your desk, a mental study of the texts in Accounting and
Law in the Pace Course.
right mental attitude when he begins
picture of what the correspondent looks
his reply. Obviously, if the letter is like. Proceed then to address him
looked upon as a routine piece of busi accordingly. If possible fit your letter F. A. MORRISON & COMPANY,
ness which must be got out of the way as to his own individual characteristics, so certified public accountants, announce
quickly as possible, with a minimum of far as you may know them. Do not the opening of an office for the general
trouble and mental effort, the reply is maintain a large stock of “letter-writing” practice of Accountancy at 237 Tube
bound to reflect this attitude. One words and phrases that you use in all Concourse Building, Jersey City, N. J.
reason why such overworked and of your letters. Change your letters Mr. Morrison was graduated from the
stereotyped expressions in the beginning around a bit. Stamp on each letter Pace Course in New York, in June 1916,
of a letter as “We beg to acknowledge” something of your own personality.
ROBERT G. SEVERANCE, C.P.A. and
and “Your letter of the 18th has been
It frequently happens that you know EDGAR G. LUCKER, C.P.A., an
received and contents noted” are bad,
little or nothing of the man to whom
is because the recipient cannot help but you are writing. What then to do? nounce the opening of an office under the
see that there is no real thought or indi Use your imagination. Conjure up firm name of Lucker & Severance, certi
fied public accountants, 1051 Ellicott
viduality behind them.
before your mind’s eye a picture of what
This difficulty can be largely overcome your correspondent may be like. You Square, Buffalo, N. Y.
if the dictator will, when he begins to
have corresponded with him before. F. LEMOYNE PAGE, a student at the
dictate, only realize that his letter is may
You may know something of his busi Pittsburgh School of Accountancy, was
taking the place of a personal conversa
tion with the recipient, and if he will ness, of the place where he lives, of his recently elected secretary and a member
then try to inject something of his own environment. So far as possible, then, of the Board of Directors of the Pennsyl
vania Trust Company, of Pittsburgh, Pa.
personality into his reply. It is a fit your letter to the man.
This attitude—the right attitude to
strange thing but many business men,
who are pleasant and cordial enough take in writing business letters—will JOHN WHITEFIELD, Pittsburgh
when you meet them, write the most react favorably, not only upon the School of Accountancy, recently ac
frigid letters—letters that contain about recipient of your letter, but also upon cepted a position with the American
as much of their own personality as the yourself. You will derive greater pleas State Bank, Ferndale, Detroit, Michigan.
greetings exchanged at a formal recep ure from handling your correspondence. Mr. Whitefield is continuing his study
tion. They should realize that between Instead of being a necessary part of the of the Pace Courses at Walsh Institute,
themselves and their customers or clients day’s routine, it may become something Detroit, Michigan.
they should endeavor to maintain the that you will look forward to each morn
same warm personal contact in their ing, something that you will feel is a MISS MATHILDE M. HACK, Class
letters that, by virtue of their own challenge to your best efforts. Work B110, Pittsburgh School of Accountancy,
personality, they obtain in conversation. looked at in this light soon ceases to has been appointed assistant credit
Otherwise they are likely to build up in become drudgery and becomes a pleas manager of the Kaufman & Baer De
the minds of their customers or clients an ure. Work that is done with joy, and partment Store, Pittsburgh, Pa.
idea of a cold, impersonal sort of individ with real interest, can be accomplished
ual, whom it would be no particular in less time, and with less effort, than JOHN L. DEBEVOISE, Pace Institute,
would otherwise be the case, and it will New York, recently accepted, through
pleasure to meet face to face.
It is good business to write good be better work, too, much better. Cor the Pace Agency for Placements, Inc., a
letters. It is good business for the writer respondence that must drag through a position with the Banco Nacional
to get something of his own personality, good share of the business morning can, Ultramarino, 91 Liberty Street, New
of his real self, into his letters. How, if this proper attitude be maintained, York City.
then, may this be done? Is the ability frequently be cleaned up in an hour or
to write a good letter something that is two before the other business of the day JOSEPH E. CORR, Pace Institute,
New York, has accepted, through the
inherent in the individual, or can the is well under way.
ability be acquired by study and analy
Try it some morning. Look at your Pace Agency for Placements, Inc., a
sis? Fortunately much of this ability correspondence in this new light. Main position in the accounting department
can be acquired.
tain the proper attitude. Inject some of Liggett’s Drug Stores, 41 East 42nd
Here are a few suggestions. When thing of your own individuality into Street, New York City.
you look over your mail in the morning, your letters. You and your corre J. D. WILLIAMS, Pace Institute, New
try to visualize the writer of each letter. spondent will both review the result with York, has accepted, through the Pace
Frequently you will have met your pleasure and satisfaction.
Agency for Placements, Inc., a position
as accountant for the New York Gal
leries, 417 Madison Avenue, New York
DEAN S. BABCOX, Class D102, Pitts JACK SPERBER, Pace Institute, New City.
burgh School of Accountancy, was re York, through the Pace Agency for
cently promoted to the position of Placements, Inc., has accepted a posi ARTHUR C. ROHRER, a student at
cashier for the Superior Fire Insurance tion in the accounting department of Pace Institute, New York, has accepted,
Company, Pittsburgh, Pa.
Lane Bryant, Inc., 21 West 38th Street, through the Pace Agency for Placements,
Inc., a position as assistant bookkeeper
New York City.
with the Metal Lithographing Company,
MAX SOLOMON, who passed the final
168—39th Street, Brooklyn, New York.
examinations at Pace Institute, New ALBERT J. SCHICK, Pace Institute,
York, in February, 1922, was among the New York, is now a bookkeeper with LEWIS BIER, Pittsburgh School of Ac
successful candidates in the January, the Public Service Corporation, Newark, countancy, was recently appointed as
1923, New York State C.P.A. examina New Jersey. Mr. Schick accepted this sistant bookkeeper for the United
tions. Mr. Solomon is in public prac position through the Pace Agency for Presbyterian Board of Publications,
tice at 1140 Broadway, New York City. Placements, Inc.
Pittsburg, Pa.
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If You Don't Like It, Do It!

bay. As the New York Tribune said the next
morning, “Each window seemed choked with
stenographers, with bookkeepers and bosses. If
all of the salaried time spent gazing into the sky
at the giant dirigible was computed and paid for
into Uncle Sam’s treasury in the form of a tax, the
Navy could soon possess itself of a dozen ZR ships.
The one we saw yesterday cost $1,500,000.”
Shall we conclude from this that the time spent
gazing aloft that September day was entirely
wasted—a total loss to business and to the indi
viduals concerned? Does it pay, to use the com
mercial term, to stop looking down, and look up a
bit, even without the attraction of a new monster
of the air?
Ideas are not always pulled from the sky, but
they may be. A few minutes spent gazing into
the infinite space above us might restore our
poise of a busy afternoon, might bring the solution
of that vexing problem. Just a little break in the
routine that threatens to engulf us at times may
make us again the masters of ourselves and of our
work. Hardly the office exists but has need for
new and constructive ideas. What difference
whether those ideas are engendered by looking at
a desk or at the sky? Doubtless many who gazed
intently at the ZR-1 for a few minutes that morn
ing turned back to work with new interest and
greater enthusiasm for the tasks in hand.

VERY man has certain things that he hates
to do. It may be making a speech, meeting
new people, writing letters, or wearing a
dress suit. Admittedly, in their place and at the
proper time, all these things are good—all are part
of the normal man’s equipment for the struggle of
business and life. There are times when speeches
must be made, new people must be met, letters
written, and even, on rare occasions, dress suits
worn. The normal man, looking to the future
with a keen eye, is going to miss something if he
sidesteps each one of these things just because he
dislikes it. But that is exactly what he is prone
to do.
When there is an opportunity to talk before a
group of people, and you can grasp it or get out Further Study for the High-school
of it—grasp it, hard. Get up on your feet and Graduate
do your best. It won’t be so hard next time.
Go out of your way to meet new people—the
ARIOUS educators have estimated that many
more you hate to do it, the farther out of your
high-school graduates do not have the men
way you should go.
tal equipment which would make it desirable
If you abhor writing letters, write more of them. for them to pursue an academic college course.
Take yourself in hand and put a little real en This is not taken to mean that these students are
thusiasm into the job. And as for the dress suit— lower mentally, but simply that they are better
who of us has not been confronted with the per fitted for study of another kind.
plexing question, “Shall I get the old suit pressed
The reason for this situation may be found in
and go, or shall I stay home and get a new suit the fact that the compulsory educational laws of
before the next affair?”
the various states are now more rigidly enforced
Trying sincerely to overcome these pet aversions than in former years, and also in the fact that to
does two things—we learn to overcome the partic go to high school has, in certain communities, been
ular aversions themselves, no inconsiderable “the thing to do.” Naturally, then, many students
achievement; and we strengthen ourselves to now leaving school, which they have attended under
overcome other obstacles as they may arise. If duress, either legal or moral, are not so much
you have something that you don’t like to do, interested in further academic education as stu
dents who may have gone to school because they,
do it!
themselves, elected to do so.
The remedy seems to be obvious and at hand.
Look Up!
Instead of forcing the young high-school graduate
HE other day in New York people could be to continue in work for which he is not fitted, and
observed standing on the street and craning for which he has no particular inclination, let him
from office windows, peering intently into choose further study of a vocational nature—
the heavens. The great dirigible of the United business if he is going into business, accounting if
States Navy, ZR-1, had come up from its hangar he is going into Accountancy, selling if he plans to
at Lakehurst, N. J., that morning, to make its first become a salesman. By so doing the high-school
graduate will not only progress in his studies with
trial flight over the metropolis.
Business seemed virtually to be at a standstill much more satisfaction to himself and his in
while the silver leviathan of the air, only 102 structors, but he will also be training himself to
feet shorter than the Woolworth Building, wove in render a much-needed service to the community of
and out of the mists hovering over the city and the which he will soon become a part.
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Biographical Sketches of Pace
Students Who Have Made Good
Bernard J. McGinn, Manager of the Claim Department,
American Surety Company,
New York City
N a large sunny office on the twentieth no time in enrolling at the Harlem
floor of the great building at 100 Evening High School. Later he at
Broadway, New York City, Bernard tended the Morris Evening High School
J. McGinn, a graduate of the Paceand the New York Preparatory School.
Course in 1914, directs the activities of As a result of this work, he passed sixty
the claim department of the American regents counts.
Surety Company. When Mr. McGinn
entered the claim department, there were
five employees in this department at the
Home Office, and less than six claim men
in the field. To-day, in the same de
partment in which he began work as a
bookkeeper, he directs the activities of
fifty-one persons in the Home Office and
twenty-eight men in the field.
Mr. McGinn is a busy man and carries
heavy responsibilities, but he is not too
busy to give a cheery word to a caller, or
to give a detailed explanation of some
matter, in connection with the work of
his department, to one of the junior
members of his staff. An unusual spirit
of cooperation seems to pervade the
entire office; it speaks eloquently of the
kind of man that directs its activities.
His work has thrown Mr. McGinn into
constant touch with defaulters and em
bezzlers, but still he has retained through
the years his interest and faith in human
nature, preferring always to look for the
best in a man, even though he may be a
criminal, instead of for the worst.
A few of these sidelights on Mr.
BERNARD J. McGINN
McGinn’s character explain in part how
technical Accounting training and a
winning personality have enabled him to
move steadily upward in his work.
He studied Spanish for three years in
There is one thing, however, that may evening high school, and he did more
not show itself in a casual meeting, or than study it, he mastered it as well as
even on a second or third call, and that he could in an English-speaking country.
is the streak of stem determination in During the day, by close observation and
Mr. McGinn’s nature that makes him study, he was familiarizing himself with
never let go of a thing once he has every detail of the accounting system of
determined to see it through. The the American Surety Company. Be
reader will soon appreciate this charac cause of this fact, and because of his
teristic when he reads the paragraphs proficiency in Spanish, he was sent to
Mexico City in 1910 by the president of
that follow.
Bernard J. McGinn was born in the American Surety Company, F. W.
Newark, New Jersey, on June 7, 1883. Lafrentz, to assist in the installation of
In 1897 he came to New York. He was the American Surety Company’s ac
graduated in June, 1898, from Public counting system in the Mexico City office
School 82 and passed the examination of the Mexican Surety Company.
For three months Mr. McGinn re
for entrance to the New York City Col
lege, which was then located at Twenty- mained in Mexico. On his return he
realized that even more education would
third Street and Lexington Avenue.
Since Mr. McGinn was the eldest of a be necessary if he progressed as he
large family he had to go to work instead desired along managerial lines.
of to college. He entered the service of Thorough training in Accountancy and
the American Surety Company of New Business Administration seemed to be
York, at 100 Broadway, on June 13, the solution to his problem. Mr.
1898. His first position was that of McGinn, therefore, in 1911, enrolled in
office boy, and his initial salary was three the Pace Course. He was graduated in
dollars a week. Mr. McGinn served a October, 1914.
Mr. McGinn is generous and refuses
clerkship in several departments of the
company, and in 1903 was made a book to take to himself all the credit for his
keeper in the claim department. It did success. Speaking of the years that he
not take him long to realize that he was was working during the day and study
never going to do what he hoped to do in ing or attending school at night, he says,
business unless he secured more educa “My wife was a great help to me. Dur
tion. The decision once made, he lost ing the first eight years of my married

I
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life I spent from three to five nights a
week at night school. Never a word of
complaint did my wife utter. On the
other hand, she regularly heard my les
sons and otherwise encouraged me.”
There is no man who has been through
it, but knows what whole-hearted sup
port at home means to the evening-school
student. Mr. McGinn was fortunate in
receiving this whole-hearted support in
large and unstinted measure.
By this time, the business of the
American Surety Company—the same
company that Mr. McGinn entered as
an office boy at three dollars a week—
was going ahead by leaps and bounds.
Naturally the claim department grew in
proportion and offered increasing oppor
tunities to the men who were preparing
themselves to take advantage of them.
Mr. McGinn was ready as opportunity
came. He was made successively chief
clerk, assistant secretary in charge of the
claim department, and in 1916 was
appointed manager of the claim depart
ment, the position which he holds to
day.
Whether it be school work, business,
or other activities, Mr. McGinn never
does things by halves. This same char
acteristic he has shown in his fraternal
associations. He has been for years a
member of Morning Star Council 294,
Knights of Columbus, Brooklyn. For
two and a half years he was Grand
Knight of his Council, and was then
honored by appointment to the office of
District Deputy, a position which he held
for four years.
Mr. McGinn does not forget his own
days as a student. He is always ready
to discuss their study problems with the
younger men in his department, and to
encourage them in every way possible to
make the most of their opportunities.
He is a firm believer in Accountancy
training and goes out of his way to
recommend the work of Pace Institute
to his associates, subordinates, and
friends. He says, “My training in the
Pace Course enabled me to prepare for
my present position and to hold down the
job.”
MEYER SLOTKIN, Pace Institute,
New York, recently accepted, through
the Pace Agency for Placements, Inc.,
a position with the State Audit and
Accounting Company, 1 Madison
Avenue, New York City.

W. J. BLEIL, Pittsburgh School of Ac
countancy, recently became office man
ager of the Painter Automobile Company,
of Pittsburgh. Mr. Bleil will also serve
as chief accountant.

J. A. GOMES, formerly a student at
Pace Institute, New York, is now chief
accountant for the Chevrolet Motor
Company, Pittsburgh, Pa., branch.
H. L. BAUER, Pittsburgh School of
Accountancy, formerly of the profes
sional staff of Marwick, Mitchell &
Company, is now general bookkeeper
for the Troop Manufacturing Company,
Pittsburgh, Pa.

Page 186

November

Pace Student

Installment Distribution of Partnership Assets
HERE recently was received by the Editor
an inquiry as to how partnership assets
should be shared by partners in the event of
the liquidation of a partnership and the distribu
tion of surplus assets from time to time in install
ments.
The query was accompanied by a statement of
facts substantially as follows:
The original capital contribution of a partner
ship was $150,000.00, of which A contributed
$90,000.00, B $45,000.00, and C $15,000.00. The
partnership agreement provided that A was to
receive 50 per cent. of the profits, B 30 per cent.
and C 20 per cent.
A received $5,000.00 in salary, B $3,000.00, and
C $2,000.00, all paid in cash and charged to
Profit & Loss. There were no capital additions
or withdrawals.
C died. The books were closed and the net
assets of the business were found to be $152,500.00
(i.e., excess of assets over liabilities). A and B,
the remaining partners, liquidated the affairs of
the partnership, and distributed the assets re
maining after all liabilities were liquidated, in
three installments. The amount of the first in
stallment was $42,410.20. The amount of the
second installment was $74,622.30. The amount
of the third installment was $31,967.50.
The solution to the problem presented illustrates
the principle involved and is of considerable
interest. The solution follows:
The partnership began business with $150,000.00
as follows:

T

sharing percentages, is to make such distribution
of the earlier installments as will adjust the capital
accounts so that they will each bear the same rela
tion to the total capital remaining in the business
as the percentage of profit that each of the partners
is to receive bears to 100%. This result is accom
plished by considering everything not distributed
as being a possible loss, and by determining what
the capital account of each partner would be in
the event that the undistributed assets would, as a
matter of fact, result in a loss. This will be illus
trated as follows:
The total capital investment, after closing the
books at the end of the year, was $152,500.00 as
before indicated. The amount of the first dis
tribution is $42,410.20. The maximum possible loss
which might occur in connection with the realiza
tion and distribution of the remaining assets is,
therefore, $110,089.80 ($152,500.00—$42,410.20).
We, therefore, make a computation as follows:

Partner Capital
A
$91,250.00
B
45,750.00
15,500.00
C
$152,500.00

Amount of cap
ital in excess of
Share of possible share of possible
loss in remaining loss (amount to
assets
be received on
Per Cent. Amount distribution)
$55,044.90
50
$36,205.10
30
33,026.94
12,723.06
20
22,017.96
- 6,517.96
100
$110,089.80
$42,410.20

The amount A and B should receive is in excess
of the amount of the distribution because there
would be a deficiency owing from C. It seems
equitable
to charge this deficiency against A and
A..................................................... $90,000.00
B for the present, as though it were a loss which
B..................................................... 45,000.00
would have to be borne by A and B. A’s share
C...................................................... 15,000.00
will be ⅝ths, and B’s share will be ⅜ths. If this
Total....................................... $150,000.00
adjustment were made, it would appear that A
The net assets at the end of the fiscal year were should receive $32,131.37 and B $10,278.83 of the
$152,500.00. The net assets increased $2,500.00. $42,410.20 which is to be distributed, as shown by
Since there were no capital contributions or with the following tabulation:
drawals, the $2,500.00 is profit. The profit should
Computation Proportion of Amount of
be distributed to the capital accounts on the basis
of distribution C’s deficit to First Distribu
of the profit-sharing arrangement as follows:
Partner per above
bution to be
be borne
A........................................................ $1,250.00
750.00
B........................................................
500.00
C........................................................
Total........................................ $2,500.00

The capital accounts would then be as follows:
A..................................................... $91,250.00
B...................................................... 45,750.00
C...................................................... 15,500.00
Total...................................... $152,500.00

In the absence of agreement to the contrary,
the method usually employed in connection with
installment distribution of partnership assets,
when the balances in the capital accounts are not
in the same relative proportions as the profit

A
B
C

$36,205.10
12,723.06
— 6,517.96

$4,073.73
2,444.23
- 6,517.96

$42,410.20

$.................

Received
$32,131.37
10,278.83

$42,410.20

After the above distribution has been made, the
capital accounts would be as follows:
A...................................................... $59,118.63
B...................................................... 35,471.17
C...................................................... 15,500.00
Total
$110,089.80

The second distribution would be handled in a
similar manner, as indicated by the following
tabulation:
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Amount of cap
ital in excess of
share of pos
sible loss
(amount to be
received on dis
tribution)
$17,733.75
$41,384.88
10,640.25
24,830.92
7,093.50
8,406.50
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A......................................................
B......................................................
C......................................................
Total......................................

Share of possible
loss in remaining
Remaining
assets
Partner Capital Per Cent. Amount

A
B
C

$59,118.63
35,471.17
15,500.00

$110,089.80

50
30
20

100

$35,467.50

$74,622.30

After the above distribution has been made, the
capital accounts on the books would be as follows:
A...................................................... $17,733.75
B...................................................... 10,640.25
C......................................................
7,093.50
Total................................ . . . $35,467.50

In this instance, there is no computed deficiency
applicable against C, and there is no necessity for
charging against A or B any deficiency, since none
exists.
The third distribution would be made as follows:
Amount or cap
ital in excess of
Share of possible share of possible
loss in remaining loss (amount to
Remaining
be received on
assets
Partner Capital Per Cent. Amount distribution)
50
$1,750.00
$15,983.75
$17,733.75
A
10,640.25
30
1,050.00
9,590.25
B
20
700.00
7,093.50
6,393.50
C
100
$3,500.00
$35,467.50
$31,967.50

The capital accounts would then be as follows:

$1,750.00
1,050.00
700.00
$3,500.00

The $3,500.00, in the tabulation immediately
preceding, represents the loss on realization. This
loss would be borne by the partners in the usual
profit-sharing ratio.
The partners’ accounts on the Ledger would then
be as follows:
A

Capital invest
ment ................. .$90,000.00
Share of year’s
profit................ . 1,250.00

First installment. .$32,131.37
Second installment 41,384.88
Third installment. 15,983.75
Share of loss on
realization...... 1,750.00
$91,250.00

$91,250.00

B

Capital invest
ment......................
.$45,000.00
Share of year’s
profit.................
750.00

First installment. .$10,278.83
Second installment 24,830.92
Third installment. 9,590.25
Share of loss on
realization.......... 1,050.00
$45,750.00

$45,750.00
C

First installment.. . . ,.........
Second installment $8,406.50
Third installment. 6,393.50
Share of loss on
realization..........
700.00
$15,500.00

Capital invest
ment ................. .$15,000.00
Share of year’s
profit................
500.00

$15,500.00

The Question and Answer Department
This Department does not publish answers to all questions received, but only to those which are
deemed to* be of general interest to readers of The Pace Student. A communication, in order to re
ceive attention, must contain the name and address of the person asking the question.

UR firm supplies different classes of services
to its customers, for which yearly contracts
are made. The customers are charged and
billed every month as the service is furnished to
them. Some customers pay the yearly charge in
advance; others pay two or three months in ad
vance. In this connection the following instruc
tions have been issued: “Journalize at the end of
each month, charging Customers and crediting
Prepaid Control Account according to all credit
balance statements at the end of each month.
This means all credit balance statements whether
for one month’s service or for twelve months’
service. This will balance the Customers’ Ac
counts or will balance it in so far as the service in
question is concerned.
“Auxiliary ledger sheets (in a separate and dis
tinct binder to be known as the Prepaid Binder)
are to be opened for the accounts. The monthly
aggregate of these prepaid sheets must agree with
the monthly credit in the Prepaid Control Account.
The Prepaid Binder must be balanced each month
with the Prepaid Control Account."

O

I would appreciate having the foregoing ex
plained and would ask you also to advise me
whether there is some simpler way of handling
the matter.
Answer:

We outline below in journal entry form what the
procedure seems to be as you quote it in your letter,
and give also two alternative methods.
In the first place, in the procedure you outline,
it is probable that an entry is made upon receipt
of cash thus:
CASH
$120.00
To CUSTOMERS CONTROL . .
$120.00
For receipt of cash in prepayment of twelve
months’ income.

Proper posting is made from this entry, both to the
Customers Control Account and to the individual
accounts with customers.
At the end of the first month, it is necessary to
bring into the results for that month the income
accrued. Entries are therefore passed as follows:
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CUSTOMERS CONTROL.............................$ 10.00
To INCOME..............................................
$ 10.00
To set up one month’s income.
CUSTOMERS CONTROL............................ 110.00
To PREPAID CONTROL......................
110.00
To set up prepaid service for eleven months
per credit statements.

The effect of these entries is to close out the balance
in the Customers Control Account, to record the
income applying to the month, and to show the
prepaid income in Prepaid Control Account.
The credits to individual customers for income
prepaid will appear in accounts supporting the
Prepaid Control Account, the accounts supporting
Customers Control having been closed out.
At the end of the second month, it would again
be necessary to bring into the monthly results the
income accrued. If it were desired to set up the
charges to customers in separate accounts, the
entry would be:
CUSTOMERS CONTROL............................ $ 10.00
To INCOME..............................................
$ 10.00
To set up one month’s income.

In order to close out the charge, an entry would
be made transferring one month’s prepayments
from Prepaid Control Account, thus:
PREPAID CONTROL....................................$ 10.00
To CUSTOMERS CONTROL..............
$ 10.00
To transfer credit from latter to former.

The effect of these entries is, again, to close out the
balance in the Customers Control Account, to
record the income applying to the month, and to
show the prepaid income in Prepaid Control Ac
count. The credits to individual customers for
income prepaid will appear, as before, in accounts
supporting the Prepaid Control Account.

One alternate procedure would be to credit
Prepaid Control upon receipt of the cash, by an
entry thus:
CASH...................................................................$120.00
To PREPAID CONTROL.....................
$120.00
For prepayment of twelve months’ service.

At the end of the month, entries could be made
first charging Customers Control Account and
crediting Income Account for the month’s income,
and then closing out the Customers Control
Account by a transfer of the amount from Prepaid
Control Account.
Another procedure, which would be based upon
the assumption that the accounts should be treated
just as ordinary customers’ accounts are, would be
to credit Customers Control immediately upon
receipt of the cash for prepayment. The entry
would be:

November

prepaid. Each month the accounts could be gone
over, the amount of income applying to the current
month determined from each account, and an
entry could be passed charging the customers’
accounts individually and in control, and crediting
income. The entry would be:
CUSTOMERS CONTROL............................ $ 10.00
To INCOME..............................................
$ 10.00
To set up income for one month.

The balance remaining in the customer’s accounts
(credit) would be the prepaid income for the
remaining eleven months.
There seems to be no good reason for keeping
separate individual accounts for the debit and for
the credit sides of the customers’ accounts, which
is, in effect, what is done when a Customers Con
trol and a Prepaid Control are kept. If the
individual accounts were analyzed and a schedule
of debit and credit balances in the Accounts Re
ceivable Ledger drawn off, the credits would
record the prepayments.
MARYLAND corporation declares a stock
dividend. Several employees of the cor
poration are stockholders. The corporation
took promissory notes from these employees and
held the stock certificates as collateral. The
employees make payments from time to time to
liquidate the amounts of the notes.
The directors proposed to issue a stock dividend
and to give the employees whose notes are held
for stock previously purchased, the privilege of
returning to the corporation in liquidation of their
notes the dividend stock due them. The stock
holders owning the majority of the stock out
standing agree to this procedure. Is this pro
cedure legal? What are the bookkeeping entries
necessary to record the transactions?

A

Answer:

We do not have available a copy of the Maryland
laws with respect to the issuance of capital stock.
If the Maryland laws permit the issuance of stock
in consideration of notes, the corporation to hold
the stock as collateral, the proposed course of
action which you outline in your letter is legal.
The bookkeeping entries would be as follows:
SURPLUS.......................................................
To STOCK DIVIDEND PAYABLE

$xx
$xx

For stock dividend declared.

STOCK DIVIDEND PAYABLE.............

xx
xx

To CAPITAL STOCK...........................

For issuance of stock certificates in liqui
dation of stock dividend.

TREASURY STOCK..................................
To NOTES RECEIVABLE...............

xx

xx

CASH...................................................................$120.00
To CUSTOMERS CONTROL..............
$120.00

For receipt of stock in liquidation of notes
receivable.

For receipt of cash for prepayment of twelve
months’ service.

The stock will be held in the treasury until
subsequently disposed of.

The posting of this entry and of the details to the
individual accounts with customers, would show
n
i the customers’ accounts the total amounts

“Into the closed mouth come no flies”—a Spanish
proverb that may well be noted by the one who aspires
to enter the practice of Accountancy.
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Miscellaneous Income
General Ledger
Account to be Credited
Folio
Amount

The Theatre—Its Organization
and Accounting
(Continued from Page 182)
In all chain theatres the treasurer for
wards to the main office a weekly cash
report, in addition to the daily boxoffice statement. This report shows, on
one side, the cash receipts from each
performance, as well as income from
other sources. On the other side are
shown the expenditures in detail. In
many cases it is also required that
unused tickets and stubs be returned.
A weekly cash settlement is made, all
cash remaining after payment of ex
penses being remitted to the main office.
Should receipts be less than expendi
tures, a contingency that can usually be
forecast by the mid-week, the main
office is advised of conditions, and will
remit a draft sufficient to clear up the
deficit. Frequently, instead of a weekly
remission of all cash, the procedure will
provide only for the remission of cash
on hand in excess of a specified amount,
which is retained as an operating fund.
In many instances a weekly cash state
ment, similar to the one above described,

is made up by the treasurer of an inde
pendent theatre.

Accounting Records and Statements
Most theatre accounting systems
provide for a Cash Book, Journal, and
Ledger. Since practically all trans
actions are on a cash basis, the cash
book is especially important. A form
of cash book, suitable for a legitimate
theatre will contain columns as follows:
CASH BOOK, Debit Side:
Date
Received from
Explanation
Folio
Total Cash Receipts
Net Admissions
Admission Tax
Expenses Paid by Traveling Com
panies
Privileges
Theatre Rents Received
Miscellaneous Rents Received

PALLADIUM THEATRE CORPORATION
Profit and Loss Statement

For Week Ending March 11, 1922
Gross Admissions..............................................................
Less: Admission Tax.......................................................
Net Admissions.............................................................
Less: Trav. Company’s Share (60%)...................
Net Income from Admissions.............................
Privileges....................................................................

$24,120.00
2,412.00
$21,708.00
13,024.80
$8,683.20
216.80

$8,900.00

Total Operating Income...............................
Less Operating Expenses:
General Salaries................................................................
Orchestra Salaries..................................................
Stage Mechanics’ Salaries..............................................
Advertising.........................................................................
Miscellaneous Supplies Consumed..............................
Electricity...........................................................................
Miscellaneous Operating Expense...............................
Total Operating Expenses.........................................
Less: Expenses Shared by Company.....................

$529.00
868.00
546.00
862.50
117.50
738.10*
129.35
$3,790.35
933.60
2,856.75
$6,043.25
300.00
475.00

"Net Operating Expenses........................................
Operating Profit...................................................
Theatre Rents Received....................................
Miscellaneous Rents Received.........................
Miscellaneous Income........................................
Gross Profit...................................................

68.20
$6,886.45

Less Non-operating Expenses:
Taxes (Other than admission tax).........................
Insurance........................................................................
Depreciation..................................................................

$121.15

Rent..............................................................................

1,500.00

Miscel. Non-operating Expense................................
Total Non-operating Expenses............................
Net Profit For Week....................................

116.32

45.00
119.48

$1,901.95
$4,98430

CASH BOOK, Credit Side:
Date
Check No.
Payee
Total Payments
General Salaries
Orchestra Salaries
Stage Mechanics’ Salaries
Traveling Companies’ Share of
Admissions
Advertising
Miscellaneous Supplies
Electricity
Miscellaneous Operating Expense
Miscellaneous Non-operating Expense
General Ledger
Account to be Debited
Folio
Amount
By eliminating the column-headings
dealing with the traveling companies,
and substituting titles of appropriate
expense accounts, such as “artists'
salaries” or “film rentals,” the same
form may be used for a vaudeville or
picture theatre. Entries therein are
based upon, and supported by, the daily
box-office statements, creditors’ in
voices, etc. The journal is used only for
entries recording financial position at
the outset of the business, for summary,
adjusting and closing entries, and for the
recording of transactions of an unusual
nature. The ledger fulfils its customary
function as a book of final entry.
As in other businesses, the year is the
principal accounting period, but unlike
them, the principal subsidiary period is
the week. Not only are expenses liqui
dated weekly, but each successive week
usually brings its own individual problems
in the shape of changing business condi
tions; therefore it is advisable to prepare
the accounting statements—at least the
Profit and Loss Statement—weekly. It
is really not necessary to prepare a
Balance Sheet so often, since the changes
in most of its accounts during so short a
period are scarcely sufficient to justify
it. It is the more customary practice
to prepare this statement at wider inter
vals—usually multiples of the week.
Elsewhere are shown examples of a
weekly Profit and Loss Statement and
an annual Balance Sheet.
The actual classification of expense
accounts may vary to some extent with
each enterprise, but what is important
from the managerial standpoint is to
make a definite distinction between
expenses which are necessary in order to
keep the theatre open, and those ex
penses which will continue whether the
theatre is open or closed. These may
be termed respectively operating and
non-operating expenses. Examples of
each are shown on the attached Profit
and Loss Statement. Where a theatre
is running at a loss, it is essential that
it be known whether the loss is the im
mediate result of operations, in which
case a closing may be indicated, or
whether the operating profit is merely
being swallowed by dead charges, in
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which case closing would merely place
the concern in worse condition.
Another factor to be borne in mind is
that, since profit or loss is determined
weekly, great care must be used to avoid
charging to the operations of a partic
ular week such expenditures as have
been made for the benefit of a number

of subsequent weeks. Otherwise what
was in reality a very profitable week,
may be made to appear a losing one.
Large expenditures for tickets, electric
globes, carbons, etc., should, therefore,
be charged to a Miscellaneous Supplies
account, a ratable portion of which is
charged to each week’s operations.

PANTHEON THEATRE CO.

Balance Sheet
As at December 31, 1922

ASSETS
Current Assets
Cash..................................................................................... $148,029.43
Accounts Receivable..........................
150.00
Accrued Interest...............................................................
489.30

$148,668.73

Total, Current Assets............................................
Deferred Charges
Taxes Paid in Advance.................................................
Insurance Paid in Advance..........................................
Miscellaneous Supplies....................................................

6,756.00
7,847.00
2,324.98

Total, Deferred Charges.......................................
Capital Assets
Scenery and Properties............................ $18,269.30
Less: Reserve for Depreciation....
5,482.91
Furniture and Fixtures.......................... $180,739.68
Less: Reserve for Depreciation. . . . 18,269.27
Theatre Building..................................... $825,000.00
Less: Reserve for Depreciation.... 16,250.00
Land................................................................................
Total, Capital Assets.....................................
Good Will.......................................................................
Total Assets..................................................

16,927.98

12,786.39
162,470.41
808,750.00
200,000.00

1,184,006.80
67,587.00
$1,417,190.51

LIABILITIES AND CAPITAL

Current Liabilities
Accounts Payable................................... .........................
Admission Tax Payable.................................................
Accrued Liabilities...........................................................
Dividend Payable............................................................
Total, Current Liabilities.................................

EMBERS of the Ohio Society of
Certified Public Accountants
met in Cleveland, at the Hotel
Winton, on Saturday, October 13.
countants from all over the state were
present in large numbers and listened to
a program of exceptional interest and
value. Members of the Cleveland Bar
Association and of the Bankers’ Associa
tion of Cleveland were present as guests
of the Society and took an active part
in the discussions.
A summary of the program follows:
“The Office of Cuyahoga County’s
Auditor,” by John A. Zangerle, county
auditor, Cuyahoga County, Ohio.
“Predetermined Costs,” by George
Rea, of Touche, Niven & Company,
accountants, New York.
“The American Society of Certified
Public Accountants,” by W. A. Coy,
Cleveland, Ohio.
“Economics and the Certified Pub
lic Accountant,” by Professor Irving
Fisher, Yale University.
“Capital Stock without Par Value,”
by Charles Follett, of Messrs. Dustin,
McKeehan, Merrick, Arter & Stewart,
of the Cleveland Bar; and F. H. Hurdman, of Hurdman & Cranstoun, certi
fied public accountants, New York.
The meeting was followed in the even
ing by a dinner, which was served at
6:30. L. G. Battelle, of Dayton, was
toastmaster of the evening and intro
duced the following speakers: D. C.
Wills, chairman of the board, Cleveland
Federal Reserve Bank; and Thomas V.
Hendricks, of the Adams Bag Company.

M

Book Review
417.29
8,468.41
1,238.26
30,000.00

$

$

40,123.96

Capital Liability

First Mortgage Bonds.................................................

200,000.00

Capital and Surplus
Capital Stock.................................................................... 1,000,000.00
Surplus................................................................................. 159,566.55
Reserve for Bond Retirement......................................
17,500.00
Total, Capital and Surplus..............................

1,177,066.55

Total Liabilities and Capital..................

$1,417,190.51

T. A. HART, formerly a student in the
Day-school Division of Pace Institute,
New York, has accepted, through the
Pace Agency for Placements, Inc., a
position as bookkeeper with the David
Reid, Jr., Company, 85 Adams Street,
Brooklyn, New York.

Ohio Society
ofC.P.A.’s

D MESTIC AND FOREIGN EX
O
CHANGE, THEORY AND
PRACTICE, Ira B. Cross, pub
lished by MacMillan Company, New
York City.
This book is a well-developed, com
prehensive study of the subject, admir
ably adapted for use as a text on the
subject discussed, but rather too long
and detailed for a layman who is only
generally interested. The exposition of
the theory of exchange is clear, concise,
and non-technical in so far as can be the
case in such a subject. To the layman,
however, the portions devoted to practice
would be the most interesting and
profitable.

HOMER S. PACE, C.P.A., addressed
the Day-school Assembly of Pace Insti
tute, New York, on September 10. Mr.
Pace gave the students much interesting
information with respect to the various
technical accounting societies, and out
lined the programs for coming conven
tions of the societies.

E. M. MASSEE, of the faculty of Pace
Institute, New York, addressed the Dayschool Assembly on September 24. Mr.
Massee outlined in some detail the dif
ferent problems of retailing, making, in
the course of his talk, an interesting
contrast between the methods of Eng
lish, American, and French retail A. H. BERNHARDT, Pace Institute,
PAUL J. TATE, Pittsburgh School of merchants.
New York, has accepted a position as
Accountancy, conducting Pace Courses,
assistant bookkeeper with Prince Lauten
who was formerly on the professional L. E. SCHWEPPE, Pittsburgh School Company, 24 University Place, New
staff of Arthur Young & Company, is of Accountancy, is now a traveling ad York City. Mr. Bernhardt accepted
now with Marwick, Mitchell & Com juster for the Pittsburgh office of the this position through the Pace Agency
pany, in their Pittsburgh office.
Globe Indemnity Company.
for Placements, Inc.

Ac
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New York State C.P.A. Society
Holds Special Conference
SPECIAL conference of the mem interest at this time, when new standards
bers of the New York State are being discussed and established, that
Society of Certified Public Ac we reproduce this definition in full.
“Definition of Public Practice of
countants was held in the Journalism
Building, Columbia University, New Accountancy: A person engages in the
York City, on Tuesday, September 25. public practice of Accountancy within
Morning, afternoon, and evening sessions the meaning and intent of this act who,
holding himself out to the public as a
were held.
The morning session began promptly qualified practitioner of Accountancy,
at 10:45 with an opening address on offers for compensation to perform, or
“Aims and Purposes of the Conference” who does perform, on behalf of clients,
by the president of the New York work that requires the verification of
Society, Col. Robert H. Montgomery. financial transactions and accounting
John T. Madden reported on the annual records; the preparation and certifica
meeting of the American Society of tion, on the basis of such verification, of
Certified Public Accountants, which was financial and related statements for
held earlier in September, in New York credit and publication purposes; and, in
City. Joseph J. Klein presented a re general, and as an incident to such work,
port of the 1923 meeting, in Washington, the rendition of professional assistance
of the American Institute of Account in all matters of principle and detail
ants. J. L. Medler, president of the directly related to accounting, financial,
New York Credit Men’s Association, ad business, and organization procedure.”
The report of the Legislation Commit
dressed the conference on “The Credit
Man and the Certified Public Account tee was followed by a discussion led by
John T. Madden and Homer S. Pace.
ant.”
Members of the New York State
The first address of the afternoon
session was delivered by Col. Joseph M. Society attending the conference were
Hartfield, of the firm of White & Case, much interested in an instructive exhibit
attorneys. Colonel Hartfield took as of old accounting books prepared under
his subject, “The Lawyer and the the direction of Professor Roy B. Kester,
Certified Public Accountant.” Having of Columbia University.
Dinner was served at six p.m., at the
heard Accountancy discussed from the
point of view of the credit man and the Faculty Club of Columbia University,
attorney, the members were interested to the accountants attending the con
in getting the view-point of a well-known ference. Following the dinner, further
banker. A. E. VanDoren, vice-president consideration was given to the reports
of the Irving Bank-Columbia Trust presented at the afternoon session.
Company, presented to the conference a Undoubtedly the conference will result
paper entitled “The Banker and the in the taking of definite steps on the part
of the New York Society to raise the
Certified Public Accountant.”
Reports of two important committees standard of Accountancy practice in
of the New York State Society were then New York State and that of the profes
given. The report of the Committee on sion generally.
Many members of the Society living
Furtherance of the Objects of the Society
was presented by Philip J. Warner, outside New York City were in atten
chairman. Other members of the com dance at the conference.
mittee were David Berdon, Alexander
F. Makay, Joseph J. Klein, and John T. HARRY O. LANDGREN, a former
Madden. In the course of his report, student in the Extension Division of
Mr. Warner brought out the fact that Pace Institute, is now in professional
the committee felt that legislative steps Accountancy practice, with offices at 169
should be taken to secure for Account Main Street, Seymour, Connecticut.
ancy more definite recognition as a Mr. Landgren also serves as tax collector
profession. It was the judgment of the for the city of Seymour.
committee, he said, that a legislative
In this connection the following quo
program would not necessarily suffice tation from a Seymour, Conn., paper is
for this purpose. It was suggested that of interest: “In considering the material
a special committee be appointed by the at hand for the various town offices, the
president of the New York Society to electors cannot overlook the fine record
investigate and report to the Society the of Harry O. Landgren, tax collector for
best procedure for bringing the practicing the past two years. This young man
accountants of New York State into has set a high-water mark that it will
closer association. A spirited discussion take years to surpass, and then only
followed Mr. Warner’s report.
with increased valuation of property.
The report of the Legislation Commit In a word, his standard has been little
tee was presented by J. S. M. Goodloe, short of perfection itself, and all who
chairman. The following members of have seen his report feel glad that he
the New York State Society were asso has been entrusted with the collection
ciated with Mr. Goodloe on this com of taxes.”
mittee: Homer S. Pace, John J. Magil
ton, Willis S. Whittlesey, and Luther K. RALPH KANTZER, Class B305, Walsh
Watkins. The definition of the public Institute of Accountancy, Detroit, is now
practice of Accountancy as presented in office manager of Moyahan & Duchens,
this report is likely to be of such general Inc., Detroit, Michigan.

A
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New York Chapter
of N. A. C. A.
HE October meeting of the New
York Chapter of the National
Association of Cost Accountants
was held on Tuesday evening, October
9, at the New York State Chamber of
Commerce, 65 Liberty Street, New York
City.
Frank L. Sweetzer, treasurer and gen
eral manager of the Dutchess Manufac
turing Company, of Poughkeepsie, New
York, spoke on “Confidence as the Basis
for Wage Rate Setting.” Many of the
most successful ideas in modem manage
ment have developed in the plant of the
Dutchess Manufacturing Company.
Mr. Sweetzer had an interesting and
instructive message to present to his
hearers.
The first of the cost accounting cycle
sessions was devoted to a discussion of
the subject, “Choosing the Basic Cost
Plan.” E. A. Camman, C.P.A., man
ager of the cost accounting department
of Marwick, Mitchell & Company,
accountants, spoke on “How It Should
Be Done.”
The following men discussed “How We
Do It”: D. A. Wilcox, of The Oxford
Paper Company; W. A. Sleeper, of
Howell, Field & Goddard, Inc.; M. B.
Gordon, of Lybrand, Ross Brothers &
Montgomery; and F. McCaffrey, of the
Consolidated Shipbuilding Company.
The talks and discussions were sum
marized by Fred F. Benke, of the Allen
Auto Specialty Company.

T

Education Week
RESIDENT COOLIDGE recently
issued a proclamation calling upon
the Nation to observe the week
beginning November 18th as National
Education Week. In making the proc
lamation, the President said, “Every
American citizen is entitled to a liberal
education. Without this, there is no
guaranty for the permanence of free
institutions, no hope of perpetuating
self-government. Despotism finds its
chief support in ignorance. Knowledge
and freedom go hand in hand.”
Education Week is not new. It is
held each year under the auspices of the
National Education Association, the
United States Bureau of Education, and
the American Legion. These organiza
tions cooperate with various other
bodies, to bring the people and the
schools nearer together. The movement
is one worthy of the support of every
right-thinking American citizen.

P

JOHN MINK, Class B3304, Pace Insti
tute, New York, recently accepted,
through the Pace Agency for Place
ments, Inc., a position in the Accounting
Department of Colgate & Company, 105
Hudson Street, Jersey City, N. J.

V. A. RITZ, Pittsburgh School of Ac
countancy, conducting Pace Courses,
recently accepted a position in the Ac
counting Department of the Fairmount
Creamery Company, Pittsburgh, Pa.

Pace Student
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Lecture Program,
Pace Institute, Boston
ACE INSTITUTE, Boston, an
nounces the first Evening Program
of Special Lectures and Discussions,
to be given in the lecture room of
Institute, in Tremont Temple, on Mon
day evening, November 19, at seven
o’clock.
Charles T. Bryan, C.P.A., member of
the American Institute of Accountants,
will discuss “The Analysis of Financial
Statements.” He will show the various
ways in which statements serve as an
aid to management. His lecture will be
illustrated with stereopticon slides.
Francis J. Lally, manager of Pace
Institute, Boston, will discuss “Account
ing Aspects of Corporate Organization
and Management.” This lecture will be
of particular interest to men and women
employed by corporations.
Following the lectures there will be a
general discussion of technical Account
ing matters.

P

ARTHUR HIRSCH, Pace Institute,
New York, has accepted through the
Pace Agency for Placements, Inc., a
position in the accounting department
of A. F. Stoeger, 224 East 42nd Street,
New York City.

November, 1923

WILLIAM HENRY HIRSCHMANN,
who was graduated from Pace Institute,
New York, in 1916, was married on
October 15th to Miss Luise McHugh, of
Bronxville, N. Y. The wedding took
place in St. Joseph’s Church in Bronx
ville.
theMr. Hirschmann was for several years
on the executive staff of Pace Institute.
At the present time he is associated with
Hurdman & Cranstoun, certified public
accountants, in their New York City
office. Mr. Hirschmann has many
friends on the executive staff and on the
faculty of Pace Institute who unite in
extending to him and to Mrs. Hirsch
mann their most hearty congratulations.
Mr. and Mrs. Hirschmann will make
their home at 3707-34th Street, Elm
hurst, L. I.
LEWIS H. ALLEN, vice-president of
Albrecht & Weaver, Inc., 325 Fidelity
Building, Buffalo, N. Y., attended the
recent conference of the New York State
C.P.A. Society in New York City.
C. PALMER PARKER AND ASSO
CIATES, certified public accountants,
announce that on October 1, 1923, their
offices were removed to Suite 909-912,
Jefferson County Bank Building, Birm
ingham, Alabama. William J. Chris
tian, C.P.A., a member of the firm, was
formerly a student in the Day-school
Division of Pace Institute, New York.

WILLIAM J. CHRISTIAN, C.P.A.
now a member of the firm of C. Palmer
Parker and Associates, Birmingham,
Alabama, was a visitor at Pace Institute,
New York, on September 10. He spoke
a few words to the Assembly that morn
ing, bringing home to the students the
need for thoroughness in preparation for
professional Accountancy practice. He
also told the students of his own decision
to become an accountant, and of how he
is now a partner of the accountant who
put in an accounting system some few
years ago in his own business, and who
fired him at that time with the desire to
enter professional practice.

S. H. GLUCKSMAN, Class C306,
Walsh Institute of Accountancy, De
troit, recently accepted a position with
the Merchants Credit Bureau, Barium
Building,
Detroit,
Michigan. Mr.
Glucksman is in charge of the accounting
division of the Bureau, rendering assist
ance to the members of the Bureau in
connection with accounting problems.

D. W. FISH, Class B305, Walsh Insti
tute of Accountancy, Detroit, has
accepted a position in the office of the
Morgan Sash & Door Company, Detroit,
Michigan.
ELLIS LOVETT, Class C306, Walsh
Institute of Accountancy, Detroit, has
accepted a position as bookkeeper with
the Hilger Land Company, Detroit,
Michigan.

RICHARD WALSHE, Class B305,
Walsh Institute of Accountancy, De
troit, recently accepted a position as
bookkeeper with the Detroit Durant
Company, Detroit, Michigan.

ALBERT VAN PELT, a former student
at Pace Institute, New York, has ac
cepted, through the Pace Agency for
Placements, Inc., a position as collec
tion manager with The Mann Company,
151 Newark Avenue, Jersey City, N. J.
Mr. Van Pelt was formerly with the
Tide Water Oil Company, 11 Broadway,
New York City.

New Binders for Pace Texts
New binders for the text lectures in Accounting and Law may now be pur
chased at the cashier’s office, 30 Church Street, New York. The binders
have black, flexible covers, and may be used for texts, quizzes, and solutions.
Each binder will hold approximately thirty text lectures. Students will
find them a great convenience. The list price is $2.50.

Students of the Pace Courses in schools outside New York City will be
able to purchase these binders from the business offices of their respective
schools.
Students may have their text lectures punched for use in these new binders
by sending or bringing them to the New York Office.

Pace & Pace
30 Church Street

New York

ARTHUR FALLON, Pace Institute,
New York, recently accepted, through
the Pace Agency for Placements, Inc., a
position as senior accountant on the
professional staff of L. E. Scudder &
Company, 10 East 44th Street, New
York City.

G. RUSSELL RAMSBY, Class D3509,
Pace Institute, New York, has accepted,
through the Pace Agency for Placements,
Inc., a position in the accounting de
partment of the Hooker Electrochemical
Company, 25 Pine Street, New York
City. Mr. Ramsby began his study at
Pace Institute in the fall of 1922, in the
Day-school Division. His home is in
Cadillac, Michigan.

H. G. PFEIFFER, who was a student
at Pace Institute, New York, in 1920,
has accepted, through the Pace Agency
for Placements, Inc., a position as junior
accountant with L. E. Scudder & Com
pany, 10 East 44th Street, New York
City.

